Business Process Outsourcing (BPO) has become a very competitive industry with many players in the market. The challenge all the BPO companies are facing is how to build and sustain business with the clients in such a competitive industry. The service providers can hardly compete on cost arbitration. On the one hand, they have to respond to their existing clients, who have tasted and achieved labour cost arbitration benefits and have started looking beyond this. On the other hand, they have to win new customers by providing value more than simply cost arbitration. With this business environment in mind, we have undertaken a study of service providers operating in India to explore what competences they have developed for successfully delivering the outcome.
Business Process Outsourcing (BPO) has become a very competitive industry with many players in the market. The challenge all the BPO companies are facing is how to build and sustain business with the clients in such a competitive industry. The service providers can hardly compete on cost arbitration. On the one hand, they have to respond to their existing clients, who have tasted and achieved labour cost arbitration benefits and have started looking beyond this. On the other hand, they have to win new customers by providing value more than simply cost arbitration. With this business environment in mind, we have undertaken a study of service providers operating in India to explore what competences they have developed for successfully delivering the outcome.
This research explores two competences of service providers,:
• business process management competence • relationship management competence.
These two competences have the theoretical grounding in resource-based view and relationship theories. The study also identifies the fundamental competences required to strengthen the above two competences as human resource management competence, information technology management competence, and outsourcing management competence. It further explores whether the service provider can, with the help of these competences, deliver the intended business process outsourcing outcome.
In order to understand the successful business process outsourcing outcome, classification of business processes as viewed by both the client and the service provider is considered desirable. From the clients' perspective, processes are classified as traditional, peripheral, critical, and strategic; as core, critical, and non-core non-critical; and as critical, key, and support. Similarly, from the service providers' perspective, the business processes are classified on complexity and criticality dimensions. This classification further helps in defining the successful BPO outcome as intended by the client. For example, when a non-core non-critical process is outsourced, the successful BPO outcome would be process efficiency in terms of cost reduction and improvement in the quality, and at the most process transformation through some innovation.
Thus the study concludes that the business process management competence and relationship management competence will definitely help the service providers to deliver the BPO outcome. As an expansion of BPO literature, this research makes two significant contributions:
• It puts forth a conceptual model that focuses on the competences of the service provider required to deliver successful BPO outcome • It identifies the critical competences and the foundation competences for doing the same.
B usiness Process Outsourcing industry is about a decade old in India. It started with companies like GE opening their captive centres in 1997. The objective of these companies was to achieve economies of scale through labour cost arbitration. Later, third party BPO service providers (International) like Convergys, opened their centres in India and started providing services to their clients world over from India. Recently, the Indian information technology companies like Infosys have joined the bandwagon by acquiring BPO companies in India. They have the advantage of cross-selling to their existing customers. In the meantime, many captive centres have become third party providers (GE became Genpact in 2004) and have started competing in the open market with other service providers. With so many players in the market, the challenge all these companies face is how to build and sustain business. The service providers can now hardly compete on cost arbitration. On the one hand, they have to respond to their existing clients who have tasted and achieved labour cost arbitration benefits and have started looking beyond this. On the other hand, they have to win new customers by providing value more than simply cost arbitration. With this business environment in mind, researchers have undertaken a study of service providers operating in India.
Business Process Outsourcing (BPO) is an outgrowth of Information Technology Outsourcing (ITO). ITO is broadly defined as a decision taken by an organization to contract out or sell the organization's IT assets, people and/or activities to a third party supplier, who in exchange provides and manages assets and services for monetary returns over an agreed time period (Loh and Venkatraman, 1992; Lacity and Hirschheim, 1993a) . BPO has evolved far from these IT specific roots and now encompasses nearly every business function. It requires skilful management of people, technology, and processes. Thus BPO is a socio-technical business innovation (Click and Duening, 2005) .
A business process is defined as an integrated sequence of events that occurs over time leading to an organizational outcome of interest (Boudreau and Robey, 1999) . Garvin (1997) defines business process as a set of coordinated activities that accomplish a particular business goal. The order of these activities (procedure) and the efficiency of those who perform the activities (process actors) determine the overall performance of the business process. An organization may outsource to a service provider a single activity or a business process or a collection of business processes encompassed in a business function, say, Finance and Accounting. BPO is defined as the movement of business processes (it may be the entire business function like Finance and Accounting or a certain business process or activities in this function like accounts receivables) from inside the organization to external service providers (Click and Duening, 2005) . Shi (2007) states that a BPO service provider's competence in managing business process, BPO project, and technology bears direct impact on the success or failure of a BPO project. Thus management of competences form another important variable which determines the success or failure of the BPO project (or the BPO outcome). Consequently, even though the BPO service providers still focus on the level of their products (service), the BPO clients are getting more interested in the service providers' competences, such as the 'availability' of the service provider, the efficient delivery of the service provider's solution, and the service provider's expertise in the client's own business (Golfetto and Gibbert, 2006; Möller, 2006) . This market-based competences view requires the service provider to develop a clear understanding of its own competences, not so much in 'internal terms,' but in terms of client benefits (Golfetto, 2003) .
In this research paper, we explore the competences of the service providers that are required to deliver BPO service outcome.
THEORETICAL FOUNDATION
The theoretical foundation of this paper is based on three streams of literature. The BPO service providers are now making knowledge-and capability-based delivery to the client. They treat processes as strategic resources. The clients outsource processes to the service providers either because they are not their core competence, or because some service providers can deliver better as it has become their core competence. Hence we discuss the strategic nature of the business processes by referring to the resource-based view. Further, we discuss the competences of the service provider from the resourcebased view and relationship theories. The BPO outcomes focus on the economic benefits derived from outsourcing and we refer to the transaction cost theories for the same.
But first we discuss the clients' and the service providers' understanding of the business process outsourc-ing.
Business Process Outsourcing Classification
In order to understand the management implications of BPO, it is desirable to develop a classification of business processes as viewed by both the client and the service provider. From the clients' perspective, processes have been classified as traditional, peripheral, critical, and strategic (Jenster et al, 2005) ; as core, critical and noncore non-critical (Dole and Switser, 1998) ; and as critical, key, and support (Click and Duening, 2005) . Similarly, from the service providers' perspective (Niranjan, Saxena and Bharadwaj, 2007) , the business processes are classified on complexity and criticality dimensions.
In the initial stages of BPO, client organizations outsourced only their peripheral processes (non-core non-critical), primarily to reduce their costs and improve their performance. Though this type of outsourcing delivered benefits to the organization and impacted directly upon the bottom line, it did not help them in impacting their competitive position. However, this has given the service providers an opportunity to develop capabilities related to domain expertise and value proposition in such processes. Levina and Ross(2003) refer to the opportunity available to IT vendors (service providers) to develop a set of core competences by virtue of focus on IT service delivery that generate significant benefits for both the client and the service provider. For the service provider to continue engaging the same client (farming), it has to add value to its offerings, which cannot be simply cost arbitration. The same is true when the service provider engages with the new client (hunting). The service provider thus enhances his capabilities. Also, from the clients' side, BPO is now getting extended to the non-core yet critical processes such as finance and accounting, human resources, and customer support (Linder, 2004) . For instance, British Petroleum has outsourced finance and accounting to Accenture. It has also helped it to speed up its post-merger integration of Amoco and Arco (Tan and Sia, 2006) .
Strategic Nature of Business Processes
Can business processes play a strategic role? For a long time, business processes were considered as the means through which organizations carried out their work, and it was believed that improving the performance of business processes would improve the productivity and quality of the organizations. It makes the organization more competitive (Harrington, 1991) . With the emergence of the business process reengineering/management movement, many organizations have been able to compete successfully on the basis of organizational capabilities, which are largely made instrumental through the organization's business processes (Stalk, Evans and Shulman, 1992; Garvin, 1995) . According to this view, the building blocks of corporate strategy are not the products and markets but business processes, and competitive success depends on transforming an organization's core processes into strategic capabilities that consistently provide superior value to the customer (Stalk, Evans and Shulman, 1992) . Many organizations such as United Parcel Service (UPS) in logistics management, Solectron in contract manufacturing, and Hewitt Associates in human resource management have created new business models by concentrating on scale and skills within single function (Gottfredson, Puryear and Phillips, 2005) . Viewed in terms of business processes, they have transferred their core/critical business processes into entirely new businesses.
With this strategic focus on business processes, the question is whether such business processes can be transformed in-house to develop capabilities or be outsourced to service providers who have necessary capabilities. Also, is outsourcing of business processes a viable approach to acquire strategic capabilities for enhanced competitiveness?
Published literature related to outsourcing of information technology and business processes emphasizes outsourcing as a means of enhancement of organization's business performance and furthering its strategic goals. These benefits of business excellence are achieved, also at low costs, through favourably exploiting the disparity between in-house and external capabilities and skills in IT-related technologies (DiRomualdo and Gurbaxani, 1998) . Similar advantages of business excellence have been claimed through outsourcing knowledge-intensive business processes, thereby leveraging capabilities and investments of external firms, and efficiently integrating them to achieve higher value and more flexibility of services based on those business processes (Quinn, 1999) .
Firm Level Resources, Competences, and Capabilities
We use the resource-based theory to justify the strategic nature of business processes. This theory emphasizes that resources internal to the firm are the principal driver of a firm's profitability and strategic advantage (Barney, 1991; Wernerfelt, 1984) . It rejects the traditional economic assumptions that resources are homogeneous and perfectly mobile. Instead, it argues that resources are heterogeneously distributed across firms and are imperfectly transferred between firms (Barney, 1991; Barney 1999) . Barney (1991) categorized resources into three groups: physical resources such as plant, equipment, location, and assets; human resources such as management team, knowledge, and skills; and organizational resources such as culture and reputation. Resources enable a firm to conceive of and implement strategies to improve its efficiency and effectiveness (Daft, 1983) . Organizations can obtain above-normal returns if they can use their existing resources to sustain competitive advantage by exploiting opportunities in the market or neutralizing threats from competitors' strategic resources. Therefore, organizations retain strategic resources internally that enable them to sustain competitive advantage (Mahoney and Pandian, 1992) . Strategic resources enable organizations to sustain competitive advantage, if the resources are valuable, rare, imperfectly imitable, and non-substitutable. Resources might be imperfectly imitable if they involve unique history, causal ambiguity, or social complexity (Barney, 1991) . Similarly, resources are non-substitutable if another organization is not able to implement the same strategies by using alternative resources.
Central to the resource-based theory is the fact that resources, per se, do not create value (Bowman and Ambrosini, 2000; Porter, 1991) ; value is created by an organization's ability (or competence) to utilize and mobilize those resources. However, there are many definitions of competence used by various authors on the subject. Prahalad and Hamel (1990) used the concept of capability, competence, and core competence as synonymous. Stalk, Evans and Shulman (1992) attempted to differentiate between core competences and capabilities, but they could not provide a meaningful and useful operational definition of these important concepts. Therefore, for the purpose of this paper, we subscribe to the definition of Amit and Schoemaker (1993) , because it is precise and fits with the distinction between the concepts of resource, competence, and capability. According to Amit and Schoemaker (1993) , competence refers to "a firm's capacity to deploy resources, usually in combination, using organizational processes, to effect a desired end" and thus represent "…a bundle of skills and technologies rather than a single, discrete skill or technology" (Hamel and Prahalad, 1994) . Competence can therefore be portrayed as the ability to deploy combinations of firm-specific resources to accomplish a given task (McGrath et al, 1995) . Finally, organizational capability refers to the strategic application of competences, i.e., their use and deployment to accomplish the given organizational goals (McGrath, MacMillan and Venkataraman, 1995) . Within this context, defining and creating the desired organizational capability would be determined by its future goals, which in turn establishes the need for improving or developing specific competences. For example, Cades Company has developed engineering design capability (a niche service) by hiring competent engineers, investing in IT infrastructure, and providing relevant training in domain knowledge.
Relationship Theories
Another set of theoretical inputs emerges from the relationship theories. These theories propose that inter-organizational relationships are a means of understanding how firms can gain and sustain competitive advantage. For example, Dyer and Singh (1998) argue that it is possible for organizations to combine resources in unique ways across organizational boundaries to obtain an advantage over their competitors. They define relational rent as "a supernormal profit jointly generated in an exchange relationship that cannot be generated by either firm in isolation and can only be created through the joint idiosyncratic contributions of the specific alliance partners." Relational rents are possible when the alliance partners combine, exchange, or invest in idiosyncratic assets, knowledge, and resources/capabilities. The relational view argues that the firm can develop valuable resources by carefully managing relationships with external entities including suppliers, customers, government agencies, and universities. Therefore, a firm can gain and sustain competitive advantage by accessing its key resources in a way that spans the boundaries of the firm. Competitive advantage can be embedded in a set of relationships across the boundaries of the firms, rather than residing inside an individual firm.
Relational theories are important for the study of BPO, as the clients and the service providers that make relation-specific investments and are able to combine resources in unique ways to generate relational rents, can gain competitive advantage over the BPO clients and service providers that are unable to do so.
Economic Perspective of BPO
The economic perspective of BPO examines the efficiency, coordination, and governance of transactions between the client company and the service provider based on the transaction cost theory. According to this theory, the properties of a transaction determine what constitutes the efficient governance structure -market, hierarchy, or alliance (Coase, 1937; Williamson, 1975 Williamson, , 1981 . In selecting a governance mode, organizations attempt to minimize transaction costs. A market governance mode is preferred when transaction costs are low and an internal governance mode is preferred when transaction costs are high. This is because in this theory, the market is always considered the lowest cost producer of goods or services due to economies of scale and scope. Similarly, the production cost advantage of the market is overwhelmed by the high transaction costs. Transaction costs are classified into two types: (i) pre-contract costs that include search costs and contracting (bargaining and drafting) costs and (ii) post-contract costs that encompass monitoring/enforcement costs, adaptation costs, bonding costs, and dissolution costs. So, the service providers should be able to make successful deliveries to the client in a cost-efficient manner.
DEVELOPING A CONCEPTUAL MODEL OF DELIVERING SUCCESSFUL BPO OUTCOME
Any business process outsourcing initiative starts with the BPO client expecting a value delivery in the process operations (such as cost reduction, process performance improvement, etc.) as well as the service provider expecting a business value addition (such as business growth, longer client retention, etc.) . We propose a conceptual model of service provider competence that would result in a better service delivery leading to successful BPO outcome ( Figure 1 ). The theoretical foundation of model development is based on the resource-based view, transaction cost theories, and the relational theories, as discussed in the earlier section. Building on the resourcebased view, the model takes into account the competences required in the service-provider organizations for BPO outcome success. Building on the relational view, the model takes into account the relationship maturity re- Williamson (1975 Williamson ( , 1981 Williamson ( , 1985 , outsourcing Lacity & Hirschheim, (1995) , Aubert et al, (1996) , Ang & Straub, (1998) quired between the client and the service provider for BPO outcome success. BPO outcome itself has got roots in the transaction cost theory. Table 1 gives the key constructs and the theoretical orientations.
BPO Service Outcome
BPO service outcome refers to realizing (by service provider) BPO service as per the clients' intended benefits. The intended benefits of the client may vary from cost efficiencies to quality services to process innovation, etc. The intended benefits also vary with the complexity of processes that are outsourced. The BPO service outcome (henceforth referred to as BPO outcome) as per the client's intended benefits may be transactional in nature and, may simply achieve cost efficiency derived from the transaction cost theory (TCT) (Ang and Straub, 1998 , Aubert, Rivard and Patry, 1996 , Lacity and Hirschheim, 1995 Lacity and Hirschheim, 1993a , !993b, 1993c , Williamson 1985 , 1981 and 1975 . Alternatively, BPO outcome may be transformational in nature including benefits like rapid improvement in enterprise-level performance, reduced time-to-market, increased innovation through access to world-class skills resources, enhanced core capabilities, etc. (Linder, Cole and Jacobson, 2002) . Finally, BPO outcome may be strategic in nature and include transforming the business of the client organization.
The different categories of BPO outcomes are given in Table 2 .
This categorization of BPO outcome has implicit in it an increasing level of realization difficulty from transactional to strategic levels. That is to say, the transactional level of BPO outcome is relatively easy to deliver by a service provider compared to the strategic level of BPO outcome, which may be very difficult (if not impossible) to deliver.
Therefore our research question is:
What are the service provider's competences that would help achieve successful BPO outcome as intended by the clients?
Competences of the Service Provider
We propose that a service provider would be required to have business process management competences (BPMC), human resource management competences (HRMC), information technology management competences (ITMC), outsourcing management competences (OMC), and relationship management competences (RELMC) to deliver the BPO outcome
Business Process Management Competence (BPMC)
Successful outsourcing of a business process requires knowledge about the following three process attributes (Saxena and Bharadwaj, 2009 ):
• Process goals, the business purpose that the process intends to fulfil • The interface the process has with other business processes in terms of information and knowledge flows so that outsourcing of a process may not affect the operations of other interfaced processes • The actual process procedure being used in its operations.
Unfortunately, this knowledge about the process is not easily available to the service provider, either because it has never been attempted by the client organization for want of need perception or because it is tacitly embedded in the minds of a large number of process actors and could only be acquired through sophisticated process knowledge acquisition methods and techniques. The more complex the process to be outsourced is, the more difficult and complicated could be the process knowledge discovery. Thus, it is obvious that the service providers must have the relevant level of competence, otherwise the service outcome of the outsourced process will not be successful.
Thus, business process management competences are at the heart of the BPO service provision. In BPO, business process is the object of outsourcing and competent process is an embodiment of capability. So the service providers have to have competence in processes that are outsourced to them.
The various activities that constitute the BPMC are:
• Process knowledge discovery. It is a well-known fact that when a process is in operation internally for a long time and is not being formally managed, the very knowledge about how the process actually operates is scanty and distributed across the entire set of process operators (Bititci and Muir, 1997; Harmon, 2003) . Obviously such an unmanaged process, if outsourced, is unlikely to deliver any of the benefits of outsourcing. Therefore, when a process is considered as a candidate for outsourcing, the first thing which needs to be acquired by the service provider is the knowledge about the process in insourced form.
• Process measurement and monitoring. It is also well known that in an unmanaged or informally managed process environment, even if process knowledge is available, performance measurement (such as process cost, process cycle time, etc.) is either missing or informal (Valiris and Glykas, 2004) . This means that either the performance data is not collected, or if collected, process performance indicators are not calculated, or even if they are calculated, they are not monitored to see if the performance is at an acceptable level. Thus, the next critical requirement for process outsourcing is that the service provider must have a process performance measurement system in place so that it could ensure that the process performance standards defined in the Service Level Agreements indeed provide performance benefits of an acceptable degree to the client organization.
• Process performance exploitation. The most critical competency for the service provider is the capability to exploit a process operating at the desired level of performance to deliver the business benefits it was intended to give (Malone, et al, 2003) . In short, the candidate process to be outsourced must be formally managed to yield its intended business impacts. All the above three competences may or may not exist with the client. If they do not exist with the client, the service provider has to be competent to provide them to the client in addition to the following competences which the service providers should additionally possess.
• Process transition. Process transition or migration refers to moving the insourced version of the candidate process from the client site to the service provider site in a (improved) mutually agreed upon outsourced form, and its demonstration to perform at the agreed upon performance level. This seemingly simple process migration is in fact very complicated, and even some of the very experienced service providers often seem to make mistakes, at least initially. Its complexity comes out of the following implicit activities, which are also very error-prone: (i) acquiring the process knowledge, if the candidate process is unmanaged at the client organization; (ii) improving the candidate process so as to bring its performance at the agreed upon level; and (iii) implementing this improved version of the process at the service provider's site in an error-proof manner so that it can pass the demonstration test.
• Process performance management. This competence refers to the capability of improving the operations of the outsourced process to the agreed upon level or even better. The performance measures which need to be managed fall in three categories: (i) process cost performance, which is required to ensure that process operation cost leaves the expected level of profitability for the service provider; (ii) process output performance, which is often specified in the form of Key Performance Indicators (KPIs) in the service level agreements of the contract; and (iii) process outcome performance, which refers to the effectiveness of the process in meeting the intangible business impacts, which were intended through the outsourcing of the process.
Hence our first research hypothesis is:
Hypothesis 1: Business process management competence of the service provider positively affects the likelihood of delivering successful BPO Outcome.
Information Technology Management Competence (ITMC)
Is Information Technology infrastructure an enabler or a competence for the BPO service provider? We have proposed this as the foundation competence. BPO services are delivered through Information and Communication Technology (ICT) infrastructure from a remote location (i.e., service providers' country). And hence a robust ICT is a must for the service providers. They need to invest huge amount in building this infrastructure. Further, BPO service providers require skillful management of both people and technology (Click and Duening, 2005) . Management of technology in turn requires technically skilled people to manage the infrastructure. For BPO service providers, tangible assets like information technology infrastructure are a resource of the company (Wernerfelt, 1984) . Further, the technology infrastructure has to be reliable and scalable. BPO service providers need to develop redundant and robust infrastructure so as to provide 24/7 services to the clients. This type of investment and capability makes them an important resource. The information technology infrastructure includes the hardware and software and also the knowledge and management capabilities required to manage the infrastructure. have argued that information technology infrastructure and its management together constitute the Information Technology Management Competence (ITMC).
We think that ITMC will play a crucial role in delivering successful BPO outcome. Hence our second research hypothesis is:
Hypothesis 2: Information technology management competence of the service provider positively affects the likelihood of delivering successful BPO outcome.
Human Resource Management Competence (HRMC)
This is the second foundation competence of the service provider. BPO industry is primarily people-driven and the service provides have to respond to the increasing demand for skilled manpower and scale up the operations over a short time span. This requires the service providers to accurately forecast their human resource requirements of trained professionals and organize for recruitment and training well in advance to meet the needs of the global clients. Budhwar, Luther and Bhatnagar (2006) identified emerging and critical human resource issues that needed serious attention by the Indian BPO service providers. These include increasing attrition rates, psychological health-and stress-related problems of employees, developing career-related policies, provision for more workplace flexibility, and creating a more interesting and enhanced work environment. However, the same paper also discusses the current human resource capabilities like recruitment, compensation, performance appraisal, career development and training which are formalized and structured by the service providers. Skilled and trained manpower is needed to build process competence. Hence Human Resource Management Competence (HRMC) is important in building business process management competence.
Thus we have our third research hypothesis:
Hypothesis 3: Human resource management competence of the service provider positively affects the likelihood of delivering successful BPO outcome
Relationship Management Competence (RELMC)
Kern and Willcocks (2001) defined outsourcing relationship as "the state where a client and vendor(s) organization are connected or related to individual managers for the duration of the contract period of an outsourcing venture." Relationship becomes important in outsourcing when it is no longer an incremental activity, and presents challenges to both the service provider and the client. For the outsourcing service providers, the main concerns fall into three main categories: challenges related to the necessary competences, challenges related to managing the entry phase, and challenges related to running the contract (Jenster et al, 2005) , i.e., outsourcing governance. Normally the outsourcing contracts are not able to capture completely the complex environment and hence are incomplete. It is through collaborative relationship that the gaps and flexibility in such contracts can be addressed. In BPO environment, as the process complexity increases, it becomes difficult to capture en-tirely the expectations of the client in the contract.
Thus early attention to relationship management is integral to achieving winning relationship. It would also become imperative to build a collaborative relationship structure (Mani, Barua and Whinston, 2006) . Effective governance that impacts transaction costs and value creation in the relationship has been a subject of consideration by Dyer and Singh (1998) . Feeney and Willcocks (1998) specified relationship building and IT governance as capabilities needed for IT outsourcing. Thus the nature of the relationship between the outsourcing client and the service provider is a critical factor in realizing the expanding potential of business process outsourcing.
Hypothesis 4:
Relationship management competence of the service provider positively affects the likelihood of delivering successful BPO outcome.
Outsourcing Management Competences (OMC)
In Information Technology outsourcing literature, outsourcing management competence has been defined as the capability of the client (Feeney and Willcocks, 1998) in terms of informed buying, contract facilitation, contract monitoring, and vendor development. However, while working in a global environment, service providers are also exposed to the risk of the client going bankrupt, contract jurisdiction, etc. Hence the activities required at the service providers' end include client due diligence, process due diligence, and contract building and management. Thus in a BPO environment, service providers' outsourcing management competences activities are:
• Client due diligence which refers to knowing the client well so as to reduce the risk of globalization when the client resides in another country. • Process due diligence, which refers to assessment of the candidate process by the service provider from the perspective of in-house capability to deliver the services demanded as well as its profitability.
• Contract negotiation and management: which requires developing an agreeable contract with the client, defining the current service level agreements as well as developing future service level performance parameters for the client with the help of a cross-functional team.
When working in a global environment, the service providers are exposed to business risk; hence they need to develop outsourcing management competences for delivering successful BPO outcome.
Hypothesis 5:
RESEARCH METHODOLOGY Instrument Development
The unit of analysis in this study is the outsourced process from the client to the service provider. Instrument development first consisted of reviewing the literature so as to identify measures for each dependent and independent variable. Wherever measures were not available in literature, new measures were developed. The literature related to outsourcing and Information Technology outsourcing was reviewed in order to specify the measures. Verification was done by interviewing four BPO top managers and three doctoral candidates. The interviews were conducted to ensure that these measures and the corresponding variables had meaning and relevance. If necessary, the proposed measures were modified based on the feedback. A preliminary survey was conducted again to know about the understanding of the measures of the variables and the time taken to fill up the questionnaires. The instrument was modified based on the responses (Appendix A).
For business process management, outsourcing management, and information technology management competences, measures were developed with references from Hyder, Heston and Paulk (2004) , eSCM, and e-sourcing capability model, Version 2-SP (Service Provider). Human resource management competence measures were built with references from and Budhwar, Luthar and Bhatnagar, (2006 . Measures of relationship management competence were taken from Goles and Chin (2005) . Measures of BPO outcome were built from Ang and Straub (1998) , Aubert, Rivard and Patry (1996) , Lacity and Hirschheim (1995) , and Linder, Cole and Jacobson (2002) .
Data Collection
Data was gathered through a survey that tapped responses from the top management of BPO companies in India. The database of 304 BPO companies which had registered themselves with the National Association of Software and Services Companies (NASSCOM 2005 directory of BPO/ITES Companies) was used. The companies were contacted via phone to find out whether they were BPO service providers and whether they would like to participate in the study. Seventy-four of them said that they were not BPO service providers. Of the 230, who agreed to respond, 52 actually sent the filled-in questionnaires, the response rate thus being 22.60 per cent. The organizations that responded mainly belonged to three clusters of BPO service providers in India, namely Delhi/Gurgaon/Noida cluster, Mumbai/ Pune cluster and Banglore/Chennai/Hyderabad cluster. Table 3 shows the cluster-wise response rate and Table 4 shows the verticals served by the service providers. 
Data Analysis and Results
The results of the reliability and validity analyses of the variables are shown in Table 5 . Internal consistency as measured by Cronbach'a alpha for all the variables ranges from.0.631 to 0.862. Since it is an exploratory study, we accept alpha value of more than 0.6. Convergent validity was evaluated by measuring the correlation of each item representing the variable with the aggregate measure of the variable less the focal item (Kerlinger. 1986; Grover, Cheon and Teng, 1996) . This approach assumes that the total score is valid; thus, the extent to which the item correlates with the total score is indicative of the variable validity of the item. The item value of less than 0.333 should have been deleted for defining the variable BPO outcome; but this being an exploratory study, they were not deleted. There was an apprehension that important items could get deleted as Cronbach's alpha was more than 0.6. Discriminant validity is the degree by which a particular variable differs from the other variables and is usually verified through factor analysis. Factor analysis for discriminant validity was performed with respect to each domain of the research model. In each case, discriminant validity was confirmed when items for each variable loaded onto single factor with loadings of greater than 0.50 (except for BPO outcome variable). Since Cronbach's alpha was more than 0.6 for BPO outcome and in view of the fact that this is an exploratory study, the items with factor loading of less than 0.5 were not eliminated. Table 6 shows the correlation between the various variables. Correlation is primarily concerned with determining the extent to which two variables are correlated as well as the magnitude and direction of the correlation.
It is seen that all the competences are highly correlated with the BPO outcome and also with each other. This situation may result in multicollinearity where independent variables may overlap and/or share the predictive powers or essentially share the same information. However, on verification, we did not find any reason for serious concern.
First, simple regression was carried out to test the hypotheses. The results are shown in Table 7 . Since R square value is less than 0.5, hypotheses 1,2,3,4, and 5 could not be proved significantly. However, for hypothesis H3, H4, and H5, R square value is greater than 0.4; hence it can be concluded that human resource competence, outsourcing management competence, and relationship management competence have a significant impact on delivery successful BPO outcome.
Further examination of the correlation coefficient revealed the following: Business process management Figure 2 and tested the modified hypotheses:
Modified Hypothesis1: Human resource management competence and information technology management competence positively affect the likelihood of building business process management competences.
Modified Hypothesis 2:
Outsourcing management competence positively affects the likelihood of building relationship management competence.
Modified Hypothesis 3:
Business process management competence and relationship management competence positively affect the likelihood of delivering successful BPO outcome.
Modified research hypotheses 1, 2, and 3, are strongly supported with R square 0.666, 0.696, and 0.432, and are significant as well (significant to 0.000) ( Table 8) .
ANOVA F is significant, signalling that it is justifiable to use a straight line relationship to model the variables in this case. Further, to test the statistical significance of βeta, the t's are examined. The results are given in Table  7 
CONCLUSION AND SUGGESTIONS
When the services are being delivered from remote areas (off-shore location), there is nothing tangible for the customers. Off-shoring of such services to Indian service providers has delivered immediate benefit to the clients in the form of labour cost arbitration. But after a couple of years, clients start demanding advantage beyond labour cost arbitration. At this juncture, it is the process excellence capabilities of the service providers that could deliver the benefits intended by the client. Process management is a set of process maintenance and improvement techniques coupled with organization mechanisms. Process capabilities are maintained and improved by the knowledge of the actors (people) working on the processes and the technology that is being used to deliver the same. Further, when processes are outsourced to an external party, they should be monitored, exploited, transitioned by that party. In the absence of robust and scalable technology and knowledgeable people, service provider will fall short of delivering value to the client and hence the BPO outcome will not be achieved. Similarly, the foundation of relationship is outsourcing management competence. It is during the pre-contract phase that the service provider carries client due diligence, understands the processes, and undertakes contract formulation and negotiations. Once the process is in operation, the seeds of relationship that were sown during the pre-contract phase are carried forward and the pitfalls of the contract or process delivery are understood and resolved through good relationship management competence. Thus, for the service companies delivering the business process outsourcing services through ICT infrastructure, delivering excellence in services can happen through process and relationship excellence; otherwise they would need to develop business process management competence and relationship management.
Thus to answer research question, business process management and relation management are the two important competences which will help the service provider to deliver BPO outcome as intended by the client. Further, the service provider needs to have the foundation competences of information technology management and human resource management to strengthen business process management competence. Also the outsourcing management competence that is required during the pre-contract phase becomes the feeder to the relationship management competences during the postcontract phase.
The preceding contributions should be interpreted in light of certain limitations associated with this research. The aim of this paper was to create a framework for the study of service provider competences with BPO outcome. Even though scrupulous procedures were followed for developing and testing the measures, it should be stressed that this is only an initial step. The responses were given by the top managers of Indian BPO service providers. BPO outcomes were measured on the basis of the perception of the service providers as to what intended benefits they were able to provide to the clients. In fact, one of the limitations of this research work is that client views were not considered in capturing the successful BPO outcome. The competences are the perception of the respondents reflecting the relative importance of one competence over the other on a continuum.
While we believe that the items presented here are suitable for testing the variables, this is only an exploratory study and additional testing is called for to further confirm the results.
This research opens up several potential avenues for future research. The focus of this research is on the BPO service providers. Further research is necessary to understand critical competence and differentiate it from foundation competence which is mandatory for such operations. Also, in the present research, the views of BPO clients are not considered. This instrument could be modified to collect client data for having an understanding of the client view of the importance of competences of the service provider. For example, there are indications in IT outsourcing research that customers and service providers have differing views on the significance of several of the factors (Goles, 2001) . Furthermore, what service providers see as a significant issue is often viewed differently by the client (Michell and Fitzgerald, 1997) in the context of IT outsourcing. Insights from the client data could be used to highlight these competences as viewed by the client.
This research further opens up several avenues for the researcher to look into business process outsourcing from competence framework, process complexity framework, and BPO outcome framework, etc.
The BPO outcome and the competences were grouped as follows in the service provider questionnaire. Some of the items related to the variables, e.g., BPO outcome that violated the reliability conditions, were not included in the grouping. Responses were collected on the 5-point Likert scale, 1 being strongly disagree and 5 being strongly agree.
BPO Outcome
• Cost-to-serve is reduced by bringing in efficiency.
• Profit margins are increased through process improvements.
• Customer complains are received about expertise of employees related to services provided by them.
• Complaints are received about courtesy extended by the employees to the customers.
• Services are provided as per the contract and service level agreements.
• Value is added to the customer through process improvement.
Business Process Management Competence (BPMC)
• Client objectives are aligned with the service goals.
• Key performance indicators (KPIs) are defined at the activity/sub-process level of sourced process.
• Knowledge of process improvement methods and technology are applied.
• There is complete knowledge of process benchmark and best practices of industry. • All the processes are benchmarked.
• Formal structure methodology is in place for process transition.
• Right level of experience of the employees is ensured • Employees' courteous behaviour while dealing with clients is ensured.
• Internal formal process for monitoring the above is in place. • Client's formal processes to check the services are supported.
• Services effectiveness is measured by working with the client.
Outsourcing Management Competence (OMC)
• Client due diligence to know the client well.
• Detail understanding of client service delivery requirements in terms of their achievability.
• Detail understanding of client service delivery requirements in terms of capability.
• Detail understanding of client service delivery requirements in terms of operational cost of achieving that level of service delivery.
• Well-planned negotiations with current and prospective clients which are tracked by a team.
• Review and understanding of clients' requirements by the business process/domain expert.
• Review of all contracts annually irrespective of their duration.
• Acceptance of flexible contract (pricing, duration, etc) signed with the clients. • Team with cross-functional expertise to develop contract. • Company's position on legal/policy issues well-defined.
Information Technology Management Competence (ITMC)
• There is sufficient integration capability of outsourced business process application with the client's ICT infrastructure.
• It is ensured that ICT infrastructure is 100 per cent secured and reliable.
• There is sufficient scalability and flexibility of the infrastructure.
• Sufficient care is taken for disaster recovery and business continuity.
• Complete records of version and licenses of ICT technology are maintained.
• A formal team is deployed to manage the supplier and support service provider • There are formal procedures to evaluate the state-ofthe-art technology.
Human Resource Management Competence (HRMC)
• Process operations require services of professionals (like accountant, lawyers, MBAs, doctors, post graduates);hence people with right qualifications are employed.
• Training of the professionals, if required, is planned in advance as per the requirements of the business processes APPENDIX A: GROUPING OF BPO OUTCOME AND COMPETENCES
• Training of the professionals is planned sufficiently in advance so that prospective clients are not lost • Training is given to the professionals so that training investments are not lost due to failure to get new business • It is ensured that attrition rate of employees is below industry average • There are formal practices to evaluate employee satisfaction.
• There are adequate surveillance procedures and infrastructure to avoid malicious behaviour of employees.
Relationship Management Competence (RELMC)
• There is a periodic formal communication practice with the client (e.g., monthly/periodic teleconferencing, etc.). Full-time role is created for managing relationships or liaisoning with the client (e.g., Relationship Manager, Liaison Officer).
• After our experience with the existing client, we trust that our business with them is most likely to grow. • Client relations are managed formally through clearcut delegation of responsibility.
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